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GENERAL ANILINE & FILM CORP.'ORATI’ON

Annual Report for 1943

To, THE STOCKHOLDERS: -

General Aniline & Film Corporation is managed by a Board of Directors nominated
by the Alien Property Custodian of the ‘United States and elected by the Stockholders. The
Company was forimerly one of the principal foreign operations of the German Chemical Trust
known as I. G. Farbenindustrie. In Febmary 1942 control of the foreign owned stock was
seized by the United States Government. Title to 90 A47% of the Common A Stock and to all
of the Common B Stock remains vested i in the Alien Property Custodian. '

The policy of the Board of Directors, in conformity with the directives of the Custodian,

is:to operate the Company as a completely American organization in accordance with- sound
business methods, applying its. activities and facilities to the fullest extent to the aid of the war
effort, and looking forward to its continued operatlon as an American owned and controlled
enterprise.

RESULTS OF OPERATIONS

‘Net profit carried to surplus in 1943 amounted to '$3,624,800 or $4.95 per share of Com-
mon A Stock as compared with $3,374,217 or $4.61 per share in 1942. Previously reported
earnings for 1942 amounted to $3,483,467, or $4.75 per share, the difference of $109,250
representing the net effect of renegotiation on the profit for that year.

Results of the Corripany's operations for the four years ended December 31, 1943 are
surnmarized below: :

1943 1942 1941* 1940+
INEt SALES wovrverieereereeeroreeeeeeeeeeeseeeseeeree s seensseenes $58,807,790 $43,240,715 $45,644,761 $30,893,202
Profit from Operations..........oowvvvuvvvvvsuisrrsn! . $13,551,713  $ 9,064,703 $10,106,762 $ 4,763,535
Dividend and interest on domestic securities 657,561 690,015 1,446,126 1,394,956
Other I0COME To.meeereremseteteee e es oo eemesneene 334,974 250,061 296,881 266,656
Miscellaneous (deductions)...........ccveeeerereneen. (362,060) (394,777) (345,717)  (232,520)

$14,182,188 $ 9,610,002 $11,504,052 § 6,192,627
Interest on debentures, including amottiza- ’ .
tion of debenture dxscount and expense in

1943 and 1942................. oo ee e 1,025,579 1,103,873 1,070,813 = 1,232,440
$12,156,609 $ 8,506,129 $10,433,239 § 4,960,187

Profit from sale of securities......c..cceveeeereuenes 471,753 411,871 — —
Dividend on stock of I. G. Chemie............... — — 450,626 646,521
Profit before Taxes and Reserves, Etc. ............. $13,628,362 $ 8,918,000 '$10,883,865 $ 5,606,708

Provision for Federal income and excess

PIOAILS taXES .ooeciiiiicritcersen et 9,003,562 5,434,533 5,985,926 1,150,651
Profit before Reserves, BtC. .....cccoeecueeceeeriiens $ 4,624,800 $ 3,483,467 § 4,897,939 3 4,456,057

Provision for Contmgencxes (1941) -and . '
Welfare (1940) ........ — —_— 782,208 350,000

Net refund on renegotxatlon for year 1942 . — 109,250 — —

Provision for special accruals due to war
time operations (renegotiation, deferred

costs related to the war period, etc.)........ 1,000,000 — ' — —
Net Profit eoe..... $ 3,624,800 $ 3,374,217 $ 4,115,731 $ 4,106,057
1
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1943 1942 1941+ 1940+ ﬁ

Net Profit per Share—Common A Stock.... 495 4,61 5.61 5.59

—Common B Stock.... .495 461 561 .559

Provision for depreciation charged to costs : K
and expenses $ 1,904,425 $ 1,655,167 $ 1,830,953 $ 1,648,854

* Income accounts for the years 1940 and 1941 have been restated to conform to the classification fol-
lowed in 1942 and 1943. Unamortized debenture discount and expense, previously written off, was
restored in 1942. Amortization of debenture discount and expense has been charged to income in the
amount of $119,602 in 1942 and $120,371 in 1943. Had amortization of debenture discount and
expense been charged to income in 1941 and 1940, earnings in those years would have been reduced
by $252,587 and $103,970, respectively. .

Sales for the year 1943 were at the highest level in the history of the Company, increasing
$15,567,075 or 36% over 1942 and $13,163,029 or 299, over 1941, the previous peak year.
Substantially all major departments contributed to this increase, which was particularly marked
in dyestuffs used for uniforms and other military equipment, in special war devices produced
in the converted camera plant, and in photographic products for government use.

Profit from operations likewise reached record figures with an increase of $4,487,010 or
49% over 1942 and $3,444,951 or 34% over 1941. The ratio of operating profit to sales was
23% in 1943 as compared with 21% in 1942 and 22% in 1941. Substantially lower prices on
direct sales to the government combined with higher wage rates and material costs contributed
to the relatively small increase in the ratio of operating profit to sales. :

Depreciation rates in 1943, as in 1942, generally conform to those used in determining
Federal income taxes. Depreciation of $1,904,425 charged to costs and expenses in 1943
includes amortization under Certificates of Necessity in the amount of approximately $250,000.

Dividend income includes the amount of $500,000 received from Winthrop Chemical @
Company. Although this dividend was unchanged from 1942, the equity of the Company in
the earnings of Winthrop increased from $663,180 in 1942 to $700,175 in 1943. A book
profit of $471,753 was derived from sale of the Company’s investments in common stock of
Sterling Drug, Inc. and in preferred stocks of Plaskon Company, Incorporated. These securities
had previously been written down by $414,580 in conformity with the Company’s policy of
stating investments at cost or market whichever is lower.

Federal income and excess profits taxes for the year were accrued in the amount of
$9,003,562, or 669, of net income before taxes and provision for special accruals. Excess profits
taxes are included in the amount of $8,746,000 less the post-war credit of $875,000. Of this
credit, $700,000 was utilized in connection with the redemption of $1,750,000 principal amount
of debentures on November 1, 1943.

Net profit, after deduction of the provision for special accruals due to wartime operations,
amounted to $3,624,800, an increase of $250,583 or 7.4% over revised net profit of $3,374,217
in 1942.

ASSETS AND LIABILITIES
Working Capital

Both cash and working capital were strengthened during the year. Cash and U. S.
Government Securities, not including Treasury Tax Savings Notes, were increased by $5,158,319
to $11,147,460. In the face of a 36% expansion in volume of sales, receivables were up
only $615,009 or 12.2% and inventories increased $1,278,471 or 6.7%.
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Inventories are valued at the lower of average estimated cost or market and dre discussed
in more detail in Note 2 to the financial statements mcluded in this report

Net curtent assets increased. from $25,544,380 to $29, 150,038 or $3,605,658. In view
of the Company’s early maturing debt as well as the uncertainties of war-time operations and
the unpredlctable demands of the post-war penod the management has considered it essential
to maintain a strong liquid position.

A pplzcatwn of Funds

The increase in net current assets of $3,605,658 resulted from the followmg Prowslon
and applxcatxon of funds:

Funds Provided:

From operations—

Net profit for the year........cvrmmrcrvcscnrericnceineenns $3,624,800
Add—Charges which require no outlay of funds—
Depreciation ........cevineveceenreneninsesnsas e 1,904,425
Amortization of debenture discount and expense 120,371
Post- -war refund for excess profits tax............... (175,000) $5,474,596
Securities sold ™ (exclusive of profit of $471,753 .
included in net profit above}......ecveeivenireicernrennee. 1,900,485
Refunds of advances to Capadian subsxdlary not

consolidated—net ..o 77,475 $7,452,556

Application of Funds: _
Retirement of debentures.............. eerereresaeesresnsesnreserenes $1,750,000
Additions to plant and equipment........ $1,805,372 A )
Less—Retirements and sales (net) 99,606 1,705,766.

Purchase of securities—deposited with State of

New York under Workmen’s Compensation Act.. 47,327
Changes in deferred charges, reserves and other
HEEMIS—DEL <evvieeeemerierierenseesesnesasesonsonssensemsssssrsnes 343,805 3,846,898
Increase in net cutrent assets..........ocovveeene. : 33,605,658
Investments

As described. in the 1942 Annual Report, the Company in 1943 sold at the redemption
price its investment in 4,000 shares of $6 cumulative preferred stock and 1,230 shares of 4%
cumulative preferred stock of Plaskon Company, Incorporated. Following the merger of
Plaskon Company and Libbey-Owens-Ford Glass Company, the Company received 19,500 shares
of the capital stock of Libbey-Owens-Ford Glass Company in exchange for 6,500 shares of
common stock of Plaskon Company, Incorporated which were carried on the books at a total
amount of $6,500. :

In July 1943, the Company sold its holdings of 30,580 shares of common stock of Sterling
Drug, Inc.

The investment in I. G. Chemie remains unchanged.

3
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Capital Expe}td;tures

Expenditures for additions to plant and equipment amounted to $1,805,372 as compared

with $1,883,295 in 1942. Owing to shortages of material, expenditures were confined largely

to those necessary to increase capacity for war products and maintain efficient operation. Con-
struction was begun during the latter part of the year of an addition to the hlm coating facilities
that will bring these facilities more nearly in balance with film casting capacity. Completion of
this project is expected in 1944 at an aggregate cost of more than $1,000,000, of which approxi-
mately $195,000 was spent in 1943.

While capital expenditures have necessarily been less than in past years, expenditures
for maintenance and tepairs have not been unduly curtailed and a high standard of plant
efficiency has been preserved.

Debt Reduction

" On November 1, 1943, $1,750,000 principal amount of debentures was redeemed at i:ar,
reducing the outstanding principal amount to $15,000,000.

An additional $3,000,000 principal amount has been called for redemption on May 1,
1944. The necessary funds will be supplied from the cash resources of the Company. This
redemption will reduce the Company’s funded indebtedness from $15,000,000 to $12,000,000.

Reserve for Contingencies

The Company is currently producing dyestuffs going indirectly into military and other
government uses in shades of khaki, olive, etc. at rates many times in excess of pre-war demand
for these colors. As stated in Note 2 to the financial statements, the Company is not protected
by forward contracts designed to cover possible excessive inventories when military demand
ceases. The Reserve for Contingencies in the amount of $1,000,000, appropriated from earn-
ings in 1940 and 1941, is available as a cushion against such inventory losses as may arise
from the cessation of military demand.

PRODUCTION -

The Company’s production is carried on by three Divisions: the General Aniline Works
Division, the Ansco Division (formerly Agfa Ansco), and the Ozalid Products Division.

The General Aniline Works Division manufactures primarily dyestuffs and auxiliaries
used in connection with the dyeing process and for other purposes. It is one of the principal
producers of the types of dyestuffs required for military uniforms and equipment. Production
of such dyestuffs in 1943 was increased more than 609 over 1942 and more than 120% over
1941, :

Auxiliaies manufactured by the General Aniline Works Division include synthetic deter-
gents, the production of which has been largely increased to meet requirements of the Armed
Forces for mobile laundries and for special soaps effective in sea water.

This Division also manufactures carbonyl iron powder, which is used principally for -

* the production of cores for radio equipment required by the Armed Forces; and Polectron
resins, used in substitutes for mica, which have enabled the Armed Forces to obtain an
important new type of electrical equipment.

P
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The Ansco Division manufactures film and other Photographlc products, and until August
1942 produced cameras for civilian trade. The Camera Plant is now devoted substantially
1009, to war products, the output of which was more than quadrupled in 1943 over 1942.
Production of film in 1943 increased about 18% over 1942 and larger Government require-
ments for film products were met by reducing the amount available to the civilian market.

The Ozalid Products Division is engaged in the sensitizing of paper and cellulose acetate

films for the reproduction of drawings and printed or typed copy, and in the manufacture of
machines for their exposure and development. Output of sensitized materials, after an increase
of 81% in 1942 over 1941, showed a further expansion of 17% in 1943 over 1942.

ARMY-NAVY E

Empldyees of the Ansco and Ozalid Divisions have each been awarded the Army-Navy E
for “great accomplishment in the production of war equipment”. Appropnate ceremonies
will be held at Binghamton and ]ohnson City, New York on March 27.

RESEARCH

The 1942 Annual Report discussed the need for, and establishment of, the new Research
Division. The research staff has been approximately doubled during the past year and the
personnel of the Market Development and Patent Departments has been increased.

The major efforts of the research staff are devoted to strengthening the Cornpanys
position in its established lines of dyestuffs, intermediates, photographic materials and Ozalid

products, all of which are essential to the Armed Services. Close attention is also being given

to the opportunities presented for expansion into more diversified and rapidly growing chemical
fields. Research and development have already yielded new products valuable to the war
effort which hold interesting possibilities for peace-time applications. Additional products
are in the pilot plant stage and still others are being actively studied.

PATENTS

The Company is the owner of more than 4,000 patents and patent applications in chemical
and other fields. The Board of Directors has recognized the responsibility imposed by owner-
ship of these patents as well as the necessity of continuing research in American industty to
further the successful prosecution of the war. Accordingly it has expanded its research pro-
gram to develop these patents and has adopted and pursued the following patent licensing
policy:

All patent holdings are available for licensing for war requirements upon request of the
proper Government authority.

Patent rights in those fields in which the Company is not actually engaged are available-

for licensing on reasonable terms and royalties to responsible and capable interests to the end
that the most effective use may be made thereof in the varied phases of war production.

Patent rights in those fields in which the Company is actually engaged are also available
for licensing for the duration of the war, on reasonable terms and royalties, to responsible
and capable licensees when the Company is unable to supply the products it manufactures
under such patents in sufficient quantities to meet the demands for war use or vitally war-
connected use, or when it is so requested by proper Government authority.

5
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The research laboratories and organization have been established and are operating with @
these ends m view.

EMPLOYEE RELATIONS

The harmonious relationship between management and employees, which has existed
for many years, continued throughout the year. 'The total number of employees has increased
from 6,035 in January 1943 to 7,027 in January 1944. The 1943 labor turnover for the Com-

_ pany was only about two-thirds of the national average and the absentee rate was approximately
half that of the national average as reported by the National Industrial Conference Board.

Since October 1940, 1,746 employees, representing 29% of the number on the payroll at
the beginning of 1943, have entered the Armed Services. Of these, ten have died in the service,
and one hundred and seven have béen discharged and returned to their former jobs with the
Company. To their associates now in the Armed Services, all members of the orgamzatmn
acknowledge their oblxgatlon and extend their best wishes.

By loyally accepting the added duties of wartime operation, the remaining men and
women of the Company’s plants and offices have been primarily responsible for the results
of the past year.

BOARD OF DIRECTORS

At an adjourned meeting of stockholders held on July 13, 1943 the stockholders approved.
amendments to the By-Laws of the Company providing that the number of directors shall be
fifteen, but that the number thereof may be increased, or diminished -to not less than three
by amendment of the By-Laws. Fifteen directors, of whom two have since resigned, were ;;
elected at this meeting. The Board of Directors subsequently elected Mr. George W. Burpee &
President.

ACKNOWLEDGMENT

The directors and officers wish to express their appreciation to the Hon. Leo T. Crowley,
Alien Property Custodian, the Hon. James E. Markham, Deputy Alien Property Custodian,
and the members of the Custodian’s staff for their counsel and assistance in working toward
a solution of certain of the Company’s problems.

By order of the Boasd of Directors,

GEORGE W. BURPEE, .
President.
New York, New York.
March 23, 1944.
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ARTHUR ANDERSEN & CO.

AupITORS’” REPORT

To the Board of Directors,
General Aniline & Film Corporation:

- We have examined the consolidated balance sheet of General Aniline & Film
-Corporation (a Delaware corporation) and subsidiary companies as of December 31,

1943, and the statements of consolidated profit and loss and earned surplus for the year
then ended, have reviewed the systems of internal control and the accounting-procedures
of the companies and, without making a detailed audit of the transactions, have examined
ot tested accounting records of the companies and other supposting evidence, by methods
and-to the extent we deemed approptiate. Our examination was made in accordance
with generally accepted auditing standards applicable in the circumstances and included all
procedures which we considered necessary. We had previously made a similar examina-
tion for the year 1942.  Although we were unable to obtain direct confirmation of certain
receivables from Government departments and agencies, we satisfied ourselves by checking
subsequent receipts for a substantial portion of such receivables into the cash records of
the Company and by other audit procedures.

. The investment in Internationale Gesellschaft: fuer Chemische Unternehmungen -
A. G, Basle, Switzerland is carried at quoted market value as of December 31, 1940 (sce

Note 4). Owing to war conditions, Swiss matket quotations available since December
31, 1940 have been considered by the management to be of doubtful significance. In the
absence of recent information as to the assets and liabilities of the Swiss Company, the
value, if any, which should be attributed to the investment is not now determinable.
Pending determination of such value, the Company, pursnant to.aunthorization of the
Board of Directors, appropriated and set apart eamned surplus as of December 31, 1942
in an amount equivalent to the net carrying value of the investment,

Except for the effect of possible adjustments in connection with the investment
referred to in the preceding paragraph about which we are unable to express an opinion,
the accompanying consolidated balance sheet and related statements of consolidated profit
and loss and eamed surplus, in our opinion, present faitly the consolidated position of the
companies at December 31, 1943, and the results of their operations for the year ended
that date, in conformity with generally accepted accounting principles applied on a
basis consistent with that of the preceding year.

ARTHUR ANDERSEN & Co. -

New York, N. Y.,
March 14, 1944,
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GENERAL ANILINE & FILM C(

ASSETS
CURRENT ASSETS:
Cash on hand and demand deposits...............coocurueorcecunimceniecee e
U. S. Government securities (at the lower of cost or market)
Receivables—
General Dyestuff Corporation (INOte 1) ....cocvveccimiinivireenircniiiiseinecas
U. S. Government departments and agencies...........ccoeefunioceeucnnes e
Other CUSLOMIELS .o..eiocmverieieemeiemtiseeeeeeceeeeesaetesseiae e emmasn s emsenesesanness
Miscellaneous ................. eeeetestentoberiatat et e s sa e e asspese ettt b e st e sttt eeeanen

Inventories (including $2,271,521 in 1943 and $1,749,093 in 1942 on
consignment with General Dyestuﬂ Corporation), priced at the lower
of average estimated cost or market (Note 2)—.

= Finished g00dS eooemimem e

Goods in process ...
Raw materials ..o
Supplies, containers and goods in transit............ccc....... rrreraenesns
Total current assets........ et et ettt n

INVESTMENTS (Page 12):
Matketable securities, at the lower of cost or market (quoted market
value, $2,222,595 in 1943 and $3,121,918 in 1942) .c.ocooiueeeiccaraccnnnns
Securities deposited with State of New Yotk under Workmen’s Com-
pensation Act, at the lower of cost or market (quoted market value,
$148,086 in 1943 and $100,075 i0 1942) «.ceeeremreeeeiereenireenceseeseaanie
Sundry investments, at cost (INOEE 3} ..vcerrvrrcsrsirnienierir e ssitreesa e
Investment in and advances to Canadian subsidiary, not consolidated
(underlying book value in terms of U. S. dollars, $269 508 in 1943
and $336,695 in 1942) .o e
Post-war refund of excess profits tax.........cccoovueeieriomirinicieienecccecnnane

INVESTMENT IN COMMON STOCK OF INTERNATIONALE GESELLSCHAFT
FUER CHEMISCHE UNTERNEHMUNGEN A. G., BASLE, SWITZERLAND
(INOE 4) .ottt e e o e e

Less—Deferred uncalled for balance on 50% paid stock....................

Fixep ASSETS, at cost:
Land ...............
Buildings
Machinery and equIPMEDL, €LC. w.ooniiiiruriiennirceinirt et s e

Less—Reserves for depreciation.............cooueeooreeccuniirr o oreeecnre e

PATENTS, TRADEMARKS AND FORMULAS.......ciooiiiiimiii e
PrEPAID EXPENSES AND DEFERRED CHARGES:
Prepaid insurance and tAXES.........coooooioooiocinicmeonioe et
Unamortized debenture discount and eXpense......c.eeeereieenrrisssremsissnnenans
Deferred engineering and tooling expense (bemg amortized on the
basis of deliveries under contracts).......oocvmecliveicrinimnennienncecenieeienee
ONEEL et rvee e nn e e aeaneans SOOI

Reference is made to the accompanying notes wl'sh

Consa@?:l
December 31 -
1943 1942
$ 9,772,931 $ 5,664,612
$ 1,374,529 $ 324,529
$ 2,410,054  $ 1,721,331
1,258,816 1,825,030
1,987,697 1,551,769
. 136,536 134,440
$ 5,793,103  $-5,232,570
136,770 191,246

3 5,656,333

$ 5,041,324

$ 8,124,549

$ 7,294,612

6,973,382 6,637,906
4,178,120 4,395,337
1,072,227 741,952
$20,348,278  $19,069,807
$37,152,071 $30,100,272
$ 900,612  $ 2,369,597
140,428 © 93,101 .
1,144,009 1,575,509 @
173,681 251,156
175,000 —

$ 2,533,730

$ 4,289,363

$ 9,255,530
1,660,230

$ 9,255,530
1,660,230

$ 7,595,300

§ 7,595,300

$ 757,758 ¢ 756,269 °
12,876,761 12,618,174
23,780,842 22,454,813

$37,415,361 $35,829,256
16,841,256 15,056,492

$20,574,105 $20,772,764

$ 1 3 1

3 504,255 .$ 415,070

369,189 489,561 _
622,257 139,143
109,679 115,805

£ 1,605,380  $ 1,159,579

£69,460,587 £63,917,279
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PORATION AND SUBSIDIARY COMPANIES

LIABILITIES

CURRENT LIABILITIES:
Accounts payable—
TEAQE wreeicrteectieetmeeeeeee et ieee s eeetn s seaesnsasesnamsaenba st asomtaemnnsssssassssennasenbre

Accrued liabilities—

Salaries, wages and commissions..... oo e en et e en e

a Interest on debentures... ...t e
Taxes (other than Federal income a.nd excess profits taxes).............

OHREE ettt sbs s sen e tr s st e s bas s s et b s

Net refund on renegotiation for the year 1942 (NOte 5) eoovrcmenrniinnennes
Provision for special accruals due to wartime operations (renegotiation,
deferred costs related to the war period, etc.) (NOte 5)..cccvnierierincnens

Provision for Federal income and excess profits taxes (subject to.review .

by U. S. Treasury Department) .........cveecencrencrnismsivinieeessesensnessssessosas
Less—U. S. Treasury Notes, Tax Series B and C (including ac-
crued interest thereon) .......ccccvecneiinineseienirimrasessassesasosens
Employees’ defense bond purchase account.......ueeeeeeeicniiinieciincccncieenenns
Less—Cash on deposit for purchase of bonds.......cc.ocovierieininceneincnns

Total current Labilities..........cooooeieiviiiieiecieeeeeerveesanenens

51/2% DEeBeENTURES, DUE MAY 1, 1949 ($3 000,000 principal- amount
has been called for redemption on May 1, 1944) -.ocoovoiiorinicrininninsiniiens

RESERVES:

CODHNZENCIES  -.voooverrarcreeieseaeiimcentee s eaesesemssessrm s setcrtsnssr e sns s neas s e sions
_ "Workmen's compensation, self-insurance
5 OBBEL ettt re s e e s e e e e e e ar e e smre e smnns e b

CoNTINGENT LiabiLmies (Note 6)

CAPITAL STOCK AND SUrRPLUS (Note 7):
Capital stodk—
Common A stock of no par value, stated at $25.00 per share, author-

1943

3 1,915,179
199,291
460,165

318,145

137,500 -

382,099
221,891

1,000,000

9,670,911

(6,303,148)

69,770

(69,770)

December 31

' (3,376,128),

1942

$ 1,063,402
138,204
155,348

194,503
153,541
253,185

30,484
109,250

5,834,103

90,120.
(90,120)

£ 8,002,033

$ 4,555,892

$15,000,000

$16,750,000

$ 1,000,000
366,764
172,084

$ 1,000,000
279,702
36,568

$ 1,538,848

$ 1,316,270

ized 3,000,000 shares, issued 529,701 ShafeS.......ccceecreemmiemenmirerenss $13,242,525 £13,242,525
Common B stock of $1.00 par value, authorized and issued, 3,000,000 . _ :
SDALES cneeericerictiictreeear e re s sens v e e et et ses s est e ne st e se e eaann e nnne e 3,000,000 3,000,000
$16,242,525 $16,242,525
Capital surplus ................... et eeeeueerteoaseansbeasbaetnsaeaeenna reasessaaeasantonne 12,902,432 12,902,432
Earned surplus—
- Appropriated pending determination of value of investment in Inter-
nationale Gesellschaft fuer Chemische Untemnehmungen A. G., A
Basle, Switzerland (INOte 4)..cuonceimeiree e 7,595,300 7,595,300
Unappropriated, per accompanying statement............ e e 9,244,700 5,619,900
. $45,984,957 $42,360,157
Deduct—Stock held in treasury—
Common A stock, 2031, 68 shares in 1943 and 2029.35 shares in :
L1942, BE COSE.c.uvereceires et ceerecmtoneasmeesesintcaseneses e rassamnasssmnsmanns seent snnnen $ 115,251 $ 115,040
Common B stock, 950,000 shares, at par value of $1.00 per share
(cost $1,900, 000) ettt e e 950,000 950,000
) $ 1,065,251 81,065,040
Total capital stock and SULPIUS........ccmvermereiiiniensriicaee e $44,919,706 . $41,295,117 L
. $69,460,587 $63,917,279 -
an ig*gral part of the above consolidated balance sheets. . J _
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GENERAL ANILINE & FILM CORPORATION

AND SUBSIDIARY COMPANIES

Statements of Consolidated Profit and Loss

/ NET SALEs (Note 1)
Cost OF SALES.
Gross Profit 0N SaleS.....ooiieeimeierieirie e

DEepucrT:
Commissions to General Dyestuff Corporation, sales agent for dyestuffs

(Note 1)
Other selling, general and admioistrative expenses

—
Profit from OPErations..........ocoeevueiveireuiiisinsirieceecs e

OTHER INCOME:
Dividends and interest on domestic secuntles ............................................
Royalties ...... eeeseeeeeteaete s be e st eaen e e bt e saeme et et s seseenanssnereneen e e e ees e en
Profit on sale of securities...........ccccoevveiveeeencceiereceeeen,
Discount on purchases.......... .
OBEE ettt ettt e ee e e aen e eme e et et ee e aramrareneeen s

............

OTHER DEDUCTIONS: i
Interest 0N deDEDIUEES......cocvemviieeereterecieeecie et eeeres e e e ses st ee e aemeneeeen
Amortization of debenture discount and expense
Premium paid on debentures retired .
Discount on sales......coveceieicimreecmeeee e
1015 17=) USROS U RUTN

Profit before provisions for Federal income and excess profits
taxes, and for special accruals due to wartime operations, etc.

PROVISION. FOR FEDBRAL INCOME AND Excess PROFITS TAXES:

Normal and surtax..
Excess profits tax (post-war refund and credits used for debt retirement

aggregated $875,000 in 1943 and $464,700 in 1942).....ccomrernrneeen.

Profit before provision for special accruals due to wartime -

OPEIAHONS, EEC. «oiormrmiri ettt
NET REFUND ON RENEGOTIATION FOR THE YEAR 1942 (Note 5)............

PROVISION FOR SPECIAL ACCRUALS DUE TO WARTIME OPERATIONS (re-

negotiation, deferred costs related to the war period, etc.) (Note 5)......

Net PLOAt ..ot e

1943 and $1,655,167 in 1942.

Year Ended December 31

1943 1942
$58,807,790  $43,240,715
34,119,940 25,566,972
$24,687,850  $17,675,743

$ 4,804,804

$ 3,283,316

6,331,333 5,325,724
$11,136,137  $ 8,609,040
$13,551,713  $ 9,064,703
$ 657,561 $ 690,015,

147,677 83,594
471,753 411,871
130,516 127,576
56,781 38,891

$ 1,464,288  $ 1,351,947
£15,016,001  $10,416,650
$ 905,208 $ 984,271
120,371 119,602

—_ 47,629
268,503 283,623
93,557 63,525

$ 1,387,639

$ 1,498,650

$13,628,362

$ 8,918,000

$ 1,132,562

7,871,000

$ 1,252,233

4,182,300

$ 9,003,562

$ 5,434,533

3 4,624,800

1,000,000

. $ 3,483,467

109,250

$ 3,624,800

$ 3,374,217

Provisions for depreciation charged to costs and expenses during the year amounted to $1,904,425 in

Reference is made to the accompanying notes which are an integral part of the above statements.
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@ S GENERAL ANILINE & FILM CORPORATION
AND SUBSIDIARY COMPANIES

Statement of Coﬁsolidated Unappropria}ed Earned Surplus
For the Year Ended December 31, 1943

Balance, December 31, 1942, as adjusted: .
" (Balance per 1942 annual report, $5,729,150, less adjustment of $109,250 resulting from -

renegotiation of 1942 busmess) (Note L) J— e vesretestessemitseresineeesassasasnssaraentreanes $5,619,900.
Net profit for the year ended December 31, 1943........... oot nrene e irasien s 3,624,800
Balance, December 31, 1943........... ............... ...... .............. ' $9,244,700

Reference is made to the accompanyitig notes which are an integral part of the above statement.

11 ‘ !
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GENERAL ANILINE & FILM CORPORATION @
AND SUBSIDIARY COMPANIES

Statembnts of Investments

Exclusive of investment in Common. Stock of Internationale Gesellschaft fuer ChemiscHe Unternchmungen
A. G., Basle, Switzerland (Note 4) and post-war refund of excess profits tax. :

December 31, 1943 December 31, 1942
Shares Shares
orUnits  "Amount or Units Amount
Marketable securities, at the lower of cost or market (quoted market
value, $2,222,595 at December 31, 1943 and $3,121,918 at
December 31, 1942): .
E. 1. du Pont de Nemours & Co., common stock.......ccccerverenens 5,400 $ 579,150 5,400 $ 579,150
Libbey-Owens-Ford Glass Co., common stock. 19,500 6,500 — —
Standard Oil Company (N. J.), common stock...............cc.cene. 53 1.574 53 1,574
Consolidated Natural Gas Company, common stock................ 5 ’ — —
Standard Oil Company of California, common stock.................. 10,000 188,750 10,000 188,750
Standard Oil Company (Indiana), common stock..........ecuevrvne. 5,900 124,638 5,900 124,638
Sterling Drug, Inc., common stock......oeeecerereuercecaene. e —_ —_ 30,580 1,475,485
Peoples Light and Power Company, Class B common stock........ 1,500 — 1,500 —
Peoples Light and Power Company, $3.00, cumulative preferred
SEOCK wesuereeereeseesemmssnesrmssnenssensessats smesinessssarsomaeenssncsnaseansasarssasons 1,500 — 1,500 —
Minnesota.and Ontatio Paper Company, common stock. : 300 o — 300 —_
TOtAl ettt e $ 900,612 $2,369,597
Secusities deposited with State of New York under Workmen's
Compensation Act, at the lower of cost or market (quoted market . _
value, $148,086 at December 31, 1943 and $100,075 at December @
31, 1942):
New,ﬁ?o:k City Serial Bonds, 4%, due May 1, 1959................. $10,000 $ 10,286 $10,000 $ 10,286
New York City Corporate Stock, 4%, due May 1, 1959............ 5,000 5,400 5,000 - 5,400
New York City Corporate Stock, 41 %, due Jan. 1, 1977......... 15,000 15,900 15,000 15,900
New York City Corporate Stock, 41/ %, due Nov. 15, 1978...... 10,000 10,900 10,000 10,900
‘New York State Bonds, 13/ %, due April 19, 1944.............. 40,000 40,300 40,000 40,300
U. S. Treasury Bonds, 2%, due Dec. 15, 1947...........ccccoeeeeeeeee. 10,000 10,315 10,000 10,315
U. S. Treasury Bonds, 2%, due Sept. 15, 1952........ccoioiinnnnn. 47,000 47,327 — —
TOAL  veveeeceeeeceeteesrasecescetesseseen st masssasensanasarmsstaasennsesenns $ 140428 $ 93,101
Sundry investments, at cost (Note 3):
Plaskon Company, Incorporated, $6.00 cumulative preferred
SEOCKS wevteriecenervenareesessesasenmosaestarnensacsassnssssnssasseasssns Y — 4,000 $ 312,500
Plaskon Company, Incorporated, 4% cumulative preferred stock — — 1,230 112,500
Plaskon Company, Incorporated, common stock.....covvoericervcuececn — — 6,500 6,500
Winthrop Chemical Company, common B stock........cocovocciriis 6,150 1,144,009 6,150 1,144,009
TTOAL et ae et e en e $1,144,009 $1,575,509
Investment in and advances to Canadian subsidiary, not consolidated
(underlying book value in terms of U. S. dollars, $269,508 at
December 31, 1943 and $336,695 at December 31, 1942): )
. Ansco of Canada Limited, capital StOTK....co.orocoememreriiririiccins 670 $ 67,000 670 § 67,000
Advances to Ansco of Canada Limited... ... .106,681 184,156
TTOMAL oo e s s $ 173,681 $ 251,156
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GENERAL ANILINE & FILM CORPORATION
AND SUBSIDIARY COMPANIES

Notes to Consolidated Financial Statements
For the Year Ended December 31, 1943

.. The dyestuﬂs and textile auxiliaries manufactured by the Company are, with some minor

exceptions, sold exclusively by General Dyestuff Corporation under atrangements more
fully described in the Annual Report for 1942. Title to all of the capital stock of General
Dyestuff Corporation has been vested in the Ahen Property Custodian of the United States
of America.

. The Company manufactures dyestliffs which are used indirectly for military and other

Government purposes and, in connection therewith, the related inventories have been
increased to enable prompt compliance with Government demiands. Sales of such products
are made through the regular trade channels and the Company is not protected by forward
contracts designed to cover possible excessive inventories on hand when the military
demand ceases. Approximately $1,200,000 of the inventories at December 31, 1943 rep-
resedt finished dyestuffs and work in process which are cutrently active but in which, on
the basis of pre-war experience, httle movement may be expected after termination of the
war demand.

As a result of restrictions on the consumption of dyestuffs for civilian needs, the Company
has relatively large stocks of civilian dyestuffs and materials used in their manufacture.
While little or no movement may be expected during the period of hostilities, these goods
should be readily salable on resumption of normal civilian demand. The amount of inven-
tories at December 31, 1943 in excess of estimated requirements for one year, on the basis
of 1943 usage, was approximately $1,800, 000. In the opinion of the management, there
will be no deterioration in these inventories before final disposition thereof.

As in prior years, inventories have been priced at the lower of average estimated cost or
market. In the dye works division, the Company has used a process cost system under
which faw materials are included on the basis of actual cost, and actual labor and over-
head costs are apportioned over the production of each department on the basis of theo-
retical operating expenses estimated by the Company’s chemists. The accuracy of this
allocation of labor and overhead costs to individual products is dependent upon the accuracy
of such theoretical expenses, many of which have geen arbltranly estimated. As of Janu-
ary 1, 1944, the Company put into effect a new cost accounting system which it is antici-
pated will furnish more accurate distribution. of labor and overhead costs. Based upon
comprehensive comparisons of unit costs with selling prices, the management i is satisfied
that the inventories at December 31, 1943 are reasonably stated.

. Sundry investments at December 31, 1943 rePresent an investment in Wmthrop Chemical

Company which has no quoted market price and is carried at a cost of $1,144,009. The
Company’s equity in the net worth of Winthrop Chemical Company as shown by its finan-
cial statements for the year 1943 amounted to $2,939,832. The Company’s equity in the
net.profit of Winthrop Chemical Company for the year 1943 amounted to $700,175. Divi-
dends received durmg the year amounted to $500,000.

. The Company owns 56,300 shares of fully paid and 28 600 shates of 50% pald commorr

stock of Intematlonale Gesellschaft fuer Chemische Unternehmungen A.G., Basle,
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Switzerland (1. G. Chemie). Until December 31, 1940, the Company followed the prac-
tice of adjusting its investment in I. G. Chemie at the close of each year to the lower of
cost or quoted market value and by December 31, 1940 had written down the original cost

of $14,958,516 to $9,255,530 by charges to earned surplus. The balance unpaid at Decem-

ber 31, 1940 on the 509, paid common stock, payable in Swiss francs, amounted to
$1,660,230 based on the current rate of exchange as of that date. Owing to war conditions,

Swiss market quotations available since December 31, 1940 have been considered by the’
management to be of doubtful significance. In view of the foregoing and the absence of -

recent information as to the assets and liabilities of L. G. Chemie, the value, if any, which
should be attributed to the investment is not now determinable. As a result, no adjust-
ment of either the investment or liability accounts has béen made since December 31, 1940.
However, pending determination of such value, the Company, pursuant to authorization
of the Board of Directors, appropriated and set apart as of December 31, 1942 earned
surplus in an amount equivalent to the net carrying value of the investment.

. The Company’s contracts and subcontracts relating to certain Government business are
subject to renegotiation under the Sixth Supplemental National Defense Appropriation
Act, as amended. Renegotiation proceedings for the year 1942 were completed in 1943
and as a result thereof, the Company paid to the Government $366,292, including $257,042
received in 1943 in settlement of 2-claim arising in 1942 for contract cancellation. The
latter amount was not reflected in income for the year 1942 and, consequently, the net
effect of renegotiation on the statement of profit and loss for the year 1942, as previ-
ously published, was to reduce the profit by $109,250, representing a gross adjustment
of $575,000, less Federal excess profits taxes applicable thereto of $465,750. The amount
of $109,250 was charged to earned surplus in 1943, but for purposes of comparison it has
been reflected in the accompanying statement of consolidated profit and loss for the year
1942 and in the balance sheet as of December 31, 1942.

Proceedings relating to renegotiation of contracts and subcontracts for 1943 have been '

initiated. It is impossible at this time to determine the results of such proceedings. If,
however, the basis apparently used in determining the amount of profit deemed to be
excessive in 1942 is used in 1943, it is the opinion of the Company that the allowance
included as part of the “Provision for special accruals due to- wartime operations (renego-
tiation, deferred costs related to the war period, etc.)” will be adequate.

. At December 31, 1943 there were certain civil lawsuits and claims pending against the
companies which, in the opinion of the management, are immaterial in relation to the total
assets or operations of the companies. In addition, four indictments have been returned
against the Company for alleged violation, prior to February 1942, of the Anti-Trust laws.

. The Certificate of Incorporation of the Company, as amended, provides that in the case
of liquidation or dissolution of the Company, holders of Common A Stock shall first
receive not in excess of $75 per share of the assets available for distribution and thereafter
shall participate in any remaining assets, share for share, with holders of the Common B
Stock. ‘The aggregate of the preference on liquidation or dissolution in respect of the
527,669.32 shares of Common A Stock outstanding is $26,383,466 in excess of the aggre-
gate stated value of such stock. In the opinion of counsel for the Company, there are no

. restrictions. upon surplus growing out of the fact that the amount to which the holders
of the Common A Stock are entitled in liquidation exceeds the stated value thereof.
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_ The Certificate of Incorporation also provides that “for each one dollar ($1.00) or frac-
tion thereof, of dividends, declared and paid-on each share of Common A Stock, dividends -
of ten (10) cents, or fraction thereof, shall be declared and paid on each share of Common
B Stock, and no dividend shall be declared and paid on either Common A or Common B
Stock, unless at the same time dividends as herein’ provided are declared and paid on both
Common A and Common B Stock.™ ' ' ’ : ’

As of December 31, 1943, title to 477,389 shares out of 527,.669.32 out'standing'sha'res of J
Common A Stock and all of the outstanding shares of Common B Stock of the ‘Company
was vested in the Alien Property Custodian. : - ’
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